REVENUE  SOURCES  FOR  HOUSING  TRUST  FUNDS 


COLLECTION 

SEP  24 1991 

'/lh«rsit>  ui  iiiiasiiacnusetts 
Depository  Cow 


The  following  information  is  condensed  from  Mary  Brooks'  Developing 
Housing  Trust  Funds,  published  by  the  Center  for  Community  Change  in 
1988.    This  publication  contains  an  extensive  discussion  of  revenue 
sources  as  well  as  administrative  models  and  program  options.    To  obtain 
copies,  contact:    Publications,  Center  for  Community  Change,  1000 
Wisconsin  Ave.,  NW,  Washington,  DC    20007.    Phone:  202-342-0519 


This  summary  was  prepared  for  the  MAPC  Roundtable  on  Housing  Trust  Funds 
by  Gretchen  Locke.       September  11,  1989 


I.     REVENUE  FROM  DEVELOPMENT  ORDINANCES,  FEES,  OR  TAXES 

A.  Linkage  Programs 

Requires  developers  of  office  and  commercial  space  to  provide 
housing  or  contribute  a  fee  to  a  Housing  Trust  Fund  (HTF)  in 
order  to  receive  approval  for  the  development.  (Boston, 
Cambridge,  MA;  San  Francisco) 

Issues : 

1.  Opponents  claim  exactions  can  discourage  new  development  and 
increase  rents.    There  is  no  evidence  of  this  to  date,  although 
the  programs  have  been  established  primarily  in  cities  with 
strong  commercial  real  estate  markets  where  there  is  pressure  for 
continued  growth. 

2.  Legal  issues:  the  ordinance  must  be  authorized  by  statute  or 
home  rule,  and  must  meet  constitutional  tests. 

Variations: 

1.  Commercial -Of f ice  Use  Tax*  -  a  fee  based  on  square  footage. 

2.  Employee  Tax*  -  a  fee  based  on  the  number  of  employees. 
Both  of  these  strategies  treat  all  developments  equally  rather 
than  seeking  funds  only  from  new  developments. 

3.  Inclusionary  Zoning  -  New  residential  developments  must 
include  a  percentage  of  affordable  units,  or  they  may  contribute 
a  fee  to  an  HTF.    (Newton,  Lexington) 

B.  Preservation  Ordinances  and  Condominium  /  Cooperative  Conversion 
Taxes  or  Fees 

1.  Preservation  Ordinance  -  Prohibits  destruction  of  residential 
(especially  single  room  occupancy)  units  without  compensation  or 
replacement.    (Burlington,  VT) 

2.  Condominium  /  Cooperative  Conversion  Taxes  or  Fees  -  Applied 
whenever  a  rental  unit  is  converted.    Fees  can  be  used  to  support 
affordable  rental  units.    (Brookline  -  Units  in  the  converted 
building  must  be  set  aside  as  affordable  or  a  fee  must  be  paid.) 

Issues : 

1.  Developers  may  oppose  these  fees  because  targeted  properties 
are  often  in  booming  downtown  areas  and  are  therefore  desirable 
for  redevelopment. 

2.  Administrators  should  do  all  they  can  to  make  sure 
replacement  housing  goes  in  the  same  neighborhood  where  units 
were  removed. 

Variations : 

1.  Anti-speculation  tax  -  A  tax  on  profits  on  properties  resold 
less  than  one  year  after  purchase.    (Washington,  DC) 

2.  Condominium  and  cooperative  filing  fee  -  A  portion  of  this 
filing  fee  could  be  dedicated  to  an  HTF.    (New  York  City,  New 
Jersey) 

Note:  (*)  indicates  a  revenue  source  has  been  discussed,  but  not  yet 
implemented. 


REVENUE  FROM  REAL  ES.ATE  OR  DEVELOPMENT  ACTIVITY 


A.  Real  Estate  Transfer  /  Document  ^axes  or  Fees 

These  are  fees  collected  by  a  public  entity  upon  the  sale  or 
transfer  of  real  property.     (Vermont;  Dade  County,  Florida; 
Delaware;  Howard  County,  Maryland;  Maine;  New  Jersey) 

I ssues : 

1.  Equity  issues:     It  may  be  difficult  to  balance  which 
areas/neighborhoods  are  generating  the  funds  and  which  are 
receiving  the  benefits.    In  county  or  state  programs,  the  real 
estate  activity  generating  revenue  may  be  in  suburban  or  newly 
developing  areas  while  the  areas  most  likely  to  receive  the 
direct  benefits  of  the  HTF  may  be  the  older  central  cities.  In 
city-based  programs,  some  neighborhoods  may  receive  more  benefits 
than  others,  or  major  cities  throughout  the  state  may  generate 
more  revenue  than  rural  areas  who  become  the  recipients. 

2.  Exemptions  for  some  income  and  age  groups  and  sliding  scale 
fees  are  often  established.  These  can  be  politically  difficult 
to  defend. 

3.  Opponents  argue  that  these  fees  increase  housing  costs  and 
deter  real  estate  activity. 

Variations : 

Y.    Penalties  on  failure  to  pay  transfer  taxes  (Washington) 

2.  Capital  gains  surcharge* 

3.  Property  held  in  trusts  -  a  transfer  tax  may  be  applied. 
(Chicago,  IL) 

4.  Removal  of  exemptions*  -  collect  taxes  not  previously 
collected  because  of  tax  favors  granted  to  encourage  certain 
types  of  development. 

5.  State  mortgage  recording  tax*  -  a  tax  based  on  the  value  of 
the  mortgage,  with  exemptions  such  as  first  time  homebuyers. 

B.  Disposition  of  City-Owned  Property 

Cities  and  towns  may  use  municipally-owned  land  to  encourage 
development  of  low  income  housing;  sell  the  land  and  use  the 
proceeds  for  housing  (particularly  in  the. case  of  tax  foreclosed 
land);  or  lease  the  land  for  development  and  commit  the  lease  fee 
revenue  to  an  HTF.    (Boston's  Parcel  to  Parcel  Linkage  Program, 
New  York  City's  Housing  New  York  Program,  Denver's  Special 
Revenue  Fund) 

Issues: 

1.  There  is  a  tension  between  the  need  to  use  the  land,  or  the 
fees  generated  from  it,  for  a  public  purpose  such  as  housing  vs. 
as  a  source  of  general  revenue. 

2.  The  municipality  must  consider  the  appropriateness  of  the 
location  for  housing. 

3.  The  municipality  must  also  consider  whether  nonprofits  or 
others  have  the  capacity  to  create  affordable  housing  if  the  land 
were  made  available. 


C.  Tax  Increment  Finance  Districts 

These  districts  enable  the  city  to  recapture  inv.reasecl  tax 
revenues  that  result  from  private  investment  in  a  redevelopment 
area.    As  property  values  rise  from  private  investments,  the 
increased  tax  revenues  are  placed  in  a  special  fund.  (Los 
Angeles,  Seattle) 

Issues : 

1.  Low  and  moderate  income  people  are  often  dispinc-!!  'w 
redevelopment  activity,  therefore  it  is  somewhat  difficult  to 
suggest  that  these  districts  form  the  basis  for  an  HTF.  In 
Seattle,  they  have  based  the  fund  not  on  a  redevelopment  area, 
but  on  downtown  development  in  general. 

2.  The  goal  of  TIF's  is  to  generate  taxes,  which  low  income 
housing  cannot  do.    It  may  be  advisable  to  allow  the  revenue  to 
be  used  to  support  affordable  housing  opportunities  in  other 
neighborhoods  of  the  city  rather  than  in  the  defined 
redevelopment  district. 

Variations : 

1.    Special  assessment  districts*  -  A  specific  area  is  assessed 

revenue  for  a  housing  trust  fund  for  use  in  the  district.  This 

spreads  the  costs  over  new  and  existing  businesses. 

D.  Hotel/Motel  Taxes 

Taxes  can  be  applied  to  the  room  rate,  and  then  dedicated  to  an 
HTF.    (New  York  City,  San  Francisco) 

Issues : 

1.    Opponents  from  the  tourism  industry  resent  the  use  of  the 
fund  for  housing,  but  their  developments  do  put  pressure  on 
housing  in  the  area  by  increasing  the  cost  of  existing  housing 
an/or  removing  housing  in  favor  of  commercial  development. 

E.  Fees  on  the  Development  Process* 

Syndication  fees,  limited  partnership  registration  fees,  or 
incorporation  filing  fees  could  be  partially  dedicated  to  an  HTF. 

Issues : 

1.    Real  estate  and  development  industries  are  likely  to  feel 
they're  being  "singled  out"  to  support  housing,  although  normally 
this  would  be  only  a  very  small  part  of  the  development  budget. 

.    MARKET-BASED  OR  PRIVATE  REVENUE 

A.    Real  Estate  Escrow  Accounts 

A  real  estate  escrow  is  a  cash  deposit  put  down  when  someone 
makes  an  offer  to  purchase  property.    This  is  usually  paid  to  the 
broker,  who  places  it  in  an  account  until  the  transaction  is 
completed.    When  interest  is  not  paid  to  the  buyer  or  the  seller 
on  these  accounts,  the  banks  or  S  &  L's  can  earn  interest, 
reinvest  it,  and/or  apply  it  to  their  reserve  funds.  Earned 
interest  on  escrow  account  deposits  could  instead  be  dedicated  to 
an  HTF.    (Maryland,  Minnesota,  Washington) 


Issues : 

1.  Real  estate  brokers  ar' je  t,,e  interest  should  go  to  the 
buyers.    A  program  could  provide  the  buyer  with  an  option  to 
dedicate  the  interest  to  an  HTF. 

2.  Brokers  further  worry  that  while  they  don't  lose  money  from 
providing  support  for  affordable  housing,  their  negotiating 
position  with  the  banks  where  they  hold  accounts  may  be 
weakened.    Most  funds  do  allow  for  administrative  costs  to  be 
covered  before  funds  are  committed  to  the  HTF. 

Var iat  ions : 

1.  Mortgage  escrow  accounts*  -  These  are  deposits  required  by 
most  mortgage  lenders  for  payment  of  local  property  tax  and 
sometimes  property  hazard  insurance.    Buyers  make  the  payments  in 
advance.    Interest  on  these  accounts  could  be  dedicated  to  an 
HTF. 

2.  Tenant  security  deposits*  -  Massachusetts  is  debating  a 
proposal  to  pool  security  deposits,  pay  the  standard  savings 
account  rate  to  the  renter,  and  devote  excess  interest  revenue  to 
an  HTF. 

3.  Escheat  funds  -  Unclaimed  property  or  money  collected  by  the 
state  when  someone  dies  may  be  dedicated  to  an  HTF.  (Ohio) 

B.    Bank  Loan  Comnitments* 

1.  To  meet  Community  Reinvestment  Act  (CRA)  guidelines,  banks 
could  set  up  contributions  to  an  HTF  for  development  of  low  cost 
units.    The  funds  could  be  used  for  pre-development  costs  or  as 
an  equity  pool . 

2.  Linked  deposits  -  A  public  entity  trades  the  deposit  of 
public  funds  with  financial  institutions  for  community 
reinvestment  commitments.    (Such  programs  exist,  but  have  not 
been  tied  to  HTF's.    New  York  City  deposits  city  funds  in  certain 
banks  in  exchange  for  commitments  from  those  banks  to  small 
businesses  in  minority  neighborhoods.) 

3.  Interstate  banking  -  Certain  community  reinvestment  standards 
could  be  applied  to  new  lenders  coming  into  the  state. 

IV.    REVENUE  GENERATED  FROM  GOVERNMENT  PROGRAMS 

A.  Re-payments  of  Low  Interest  Loans 

Federal  Community  Development  Block  Grants  (CDB6),  Urban 
Development  Action  Grants  (UDAG) ,  and  Housing  Development  Action 
Grants  (HoDAG)  provide  funds  for  low-interest  loans  which,  when 
paid  back,  provide  revenue  that  can  be  dedicated  to  an  HTF. 

Issues: 

T.  These  funds  are  threatened  by  budget  cuts;  not  all  cities 
receive  these  funds;  or  the  funds  may  already  be  committed  to 
other  programs. 

B.  Surplus  Bond  Reserve  Funds 

Housing  Revenue  Bonds  are  frequently  used  by  state  housing 
finance  agencies  and  local  housing  authorities  to  subsidize 
mortgages.    Reserve  funds  are  established  to  protect  against  cash 
shortfalls.    These  are  usually  interest-bearing  accounts,  and 


often  the  funds  accumulated  actually  exceed  the  outstandinrj 
obligations  of  the  issuing  agency.  Suc'r  surpluses  could  ue 
dedicated  to  an  HTF.    (Kentucky;  Lincoln,  MA) 

Issues : 

The  state  housing  finance  agency  may  already  be  using  these  funds 
to  support  affordable  housing  initiatives. 

Variation : 

1.    Rent  subsidy  trust  fund  -  In  Phoenix,  AZ ,  developers  of 
rental  projects  financed  with  tax-exempt  mortgage  revenue  bonds 
must  contribute  to  a  trust  fund.    The  interest  earnings  provide 
rental  subsidies  to  make  a  percentage  of  the  development's  units 
affordable  to  lower  income  households. 

MISCELLANEOUS  REVENUE  SOURCES 

A.  Income  Tax  -  Provide  a  check-off  on  state  tax  forms  for  making 
contributions  to  an  HTF.  (Delaware) 

B.  Extraction  Revenues  -  Use  revenues  of  mining  or  drilling  to 
support  housing  programs  such  as  weatherization ,  rehabilitation, 
energy  efficiency,  etc.    (California,  North  Carolina) 

C.  Unclaimed  Lottery  Earnings* 

D.  Fees  on  Marriage/Divorce  Licenses* 

E.  Alcoholic  Beverages  Tax 

F.  Property  Tax  -  Burlington,  VT  has  approved  an  increase  of  $0.01 
per  $100  of  assessed  value  in  the  city's  property  tax.  The  revenue 
will  be  decicated  to  an  HTF. 
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Appendix.  Contacts 


INTEREST  PROCEEDS  OF  SALE  ESCROW  DEPOSITS 
Iowa 

Maggie  McCarton,  Director 

Urban  Development  Dept. 

City  of  Des  Moines 

Armory  Bldg. 

East  1st  &  Des  Moines  Sts. 

Des  Moines,  lA.  50307 

515-283-4161 

Maryland 

Trudy  McFall,  Executive  Director 

Maryland  Community  Development  Administration 

45  Calvert  St. 

Annapolis,  MD  21401 

301-974-3161 

Washington 

Kim  Herman,  Executive  Director 
Washington  State  Housing  Finance  Comm'n 
710  Second  Ave.,  Suite  1090 
Seattle,  WA  98104 
206-464-7139 

ENDOWMENT  CONTRIBUTIONS 
California 

John  Maguire,  Deputy  Director  for  Housing 
Community  Redevelopment  Agency  of  Los  Angeles 
354  S.  Spring  St.,  Suite  800 
Los  Angeles,  CA  90013 
213-977-1815 

Donald  I.  Temer,  President 
BRIDGE 

150  California  St.,  Suite  200 
San  Francisco,  CA  94111 
415-989-1111 

Maryland 

James  W.  Rouse,  Chairman 
Enterprise  Foundation 
505  American  City  Bldg. 
Columbia,  MD  21044 
301-964-1230 

New  York 

Paul  Grogan,  President 
Local  Initiatives  Support  Corp. 
666  Third  Ave.,  14th  Floor 
New  York,  NY  10017 
212-949-8560 

Tom  Miller 

Program-Related  Investments 

Ford  Foundation 

320  E.  43rd  St. 

New  York,  NY  10017 

212-573-5000 


SURPLUS  BOND  RESERVE  FUNDS 
Colorado 

David  W.  Herlinger,  Executive  Director 
Colorado  Housing  Finance  .Agency 
777  Pearl  St. 
Denver,  CO  80203 
303-830-0038 

Kentucky 

F.  Lynn  Luallen,  Executive  Director 
Kentucky  Housing  Corp. 
1231  Louisville  Rd. 
Frankfort,  KY  40o01 
502-564-7630 

Rhode  Island 

Nicolas  P.  Retsinas,  Executive  Director 

Rhode  Island  Ho  using  and  Mortgage  Finance  Corp, 

60  Eddy  St.,  2nd  Floor 

Providence,  RI  02903 

401-751-5566 

TAX  INCREMENT  FINANCING 
California 

John  Maguire,  Deputy  Director 

Community  Redevelopment  Agency  of  Los  Angeles 

354  S.  Spring  St.,  Suite  800 

Los  Angeles,  CA  90013 

213-977-1815 

Ed  Helfeld,  Executive  Director 

San  Francisco  Redevelopment  Agency 

939  Ellis  St. 

San  Francisco,  CA  94109 
415-771-8800 

Washington 

Councilman  Paul  Kraabel 
Seattle  City  Council 
Municipal  Bldg. 
Seattle,  WA  98104 

206-  626-2447 

TITLE  TRANSFER  TAX 
Florida 

Melvin  Adams 

Dade  County  Department  of  Housing  and 

Urban  Development 
3050  N.W.  7th  St. 
Miami,  FL  33125 
305-643-9800 

Maine 

Elizabeth  Mitchell,  Executive  Director 
Maine  State  Housing  Authority 
295  Water  St.,  P.O.  Box  2669 
Augusta,  ME  04330 

207-  622-6721 
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New  Jersey 

Assemblyman  David  Schwartz,  Chairmar\ 

Housing  Committee 

94  Church  St..  P.O.  Box  150 

New  Brunswick,  NJ  08903 

201-545-8310 

MORTGAGE  RECORDATION  FEES 
Maryland 

Trudy  McFall,  Executive  Director 

Maryland  Community  Development  Administration 

45  Calvert  St. 

Annapolis.  MD  21401 

301-974-3161 

EXTRACTION  REVENUES 
California 

Christine  Diemer-Reed,  Director 

Department  of  Housing  and  Community  Development 

921  10th  St. 

Sacramento,  CA  95814 

916-445-4782 

ESCHEATED  AND  ABANDONED  RJNDS 
Ohio 

Karen  Kerns  Dresser,  Executive  Director 
Ohio  Housing  Finance  Agency 
65  E.  State  St.,  Suite  208 
Columbus,  OH  43266-0319 
614-466-7970 

LOTTERY  PROCEEDS 
Oregon 

Richard  G.  Reiten,  Director 
Economic  Development  Dept. 
595  Cottage  Street,  N.E. 
Salem,  OR  97310 
503-373-1205 

TAX-BASED  CONTRIBUTIONS 

Massachusetts 

Amy  Anthony,  Secretary 

Executive  Office  of  Communities  and  Development 
100  Cambridge  St.,  Room  1404 
Boston,  MA  02202 
617-727-7765 

Washington 

Kim  Herman,  Executive  Director 
Washington  State  Housing  Finance  Comm'n 
710  Second  Ave.,  Suite  1090 
Seattle,  WA  98104 
206-464-7139 

LINKED  DEVELOPMENT  CONTRIBUTIGNS 
California 

Dean  Macris,  Director  of  City  Planning 

Planning  Dept. 

450  McAllister  St.,  6th  Floor 

San  Francisco,  CA  94102 

415-558-6377 


Massachusetts 

Peter  Drier,  Director  of  Housing 
Boston  Redevelopment  Authority 
Room  912,  One  City  Hall  Square 
Boston  City  Hall 
Boston,  MA  02201 
617-722-4300 

STATE  AND  LOCAL  FUNDS  APPROPRIATIONS 
Colorado 

William  Lamont,  Jr.,  Director 

Planning  Office 

City  and  County  of  Denver 

1445  Cleveland  Place,  Room  400 

Denver,  CO  80202 

303-575-3375 

Illinois 

William  Higgonson,  President 
Chicago  Equity  Fund 
14  West  Erie  St. 
Chicago,  IL  60610 
312-236-3769 

Massachusetts 

Robert  B.  Whittlesey,  Executive  Director 

Boston  Housing  Partnership 

106  Bedrod  St. 

Boston,  MA  02111 

617-423-1221 

New  York 

William  B.  Eimicke,  Commissioner 
New  York  State  Division  of  Housing  and 

Community  Renewal 
New  York  State  World  Trade  Center,  Room  6060 
New  York,  NY  10047 
212-488-7126 

MARKET  ANALYSIS  AND  REVENUE  PROJECTION 

Home  Mortgage  Disclosure  Act  Data 

Robert  J.  Lawrence,  Executive  Secretary 

Federal  Financial  Institutions  Examination  Council 

Washington,  DC 

202-357-0177 

Survey  of  Mortgage  Lending  Activity 
John  Dickie 

U.S.  Dept.  of  Housing  and  Urban  Development 

Washington,  DC 

202-755-7270 

MORTGAGE  ESCROW  ACCOUNTS 

Property  Insurance  Premium  Sales 
Carl  Carlson 

Best  Executive  Data  Service 
A.  M.  Best  Company 
Oldwick,  New  Jersey  08858 
201-439-2200, ext.  468 
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